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Introduction 


Bitcoin has been around for a while now and the only 
thing that seems to have improved is the price. 


The original Nakamoto whitepaper has been cast aside 
and a poison pill of a cap on the number of bitcoins 
to be mined has been introduced. This introduction is 
the main cause of bitcoin's price rise. More on that 
in a later chapter. 


Bitcoin was introduced as a solution to the “Double- 
Spending Problem” and morphed into today's 
“Experiment”. Yes, bitcoin is still an experiment. You 
may still be able to read this in the software 
disclaimers. Of course there is nothing stopping the 
software from being altered to remove this bad piece 
of public relations. Yes, your bitcoins are controlled 
by variable software. The bitcoin software can be 
“forked” into a new version if a “consensus” of miners 
adopt it. More on “forks”, “consensus”, “hash”, and 
core developers later. 
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My interest in bitcoin is long-standing and you may 
still be able to see my comments at the SEC website in 
the call-for-comments for the original rejected Gemini 
ETF where I mentioned several concerns about bitcoin 
in general including the threat from China and the 
threat from botnets, both of which have since 
diminished. 


Although rejected it is worth reading the Gemini ETF 
prospectus “Risk” section as well as those from other 
bitcoin fund offerings subsequent. 


In my opinion bitcoin was poorly designed by a person 
or people who had little understanding of global 
economics, security, law, and business in general. 


Various factors have raised the possibility of bitcoin 
swallowing large amounts of investment resources while 
the average understanding of bitcoin by holders seems 

to be inversely proportional to its price. 


Something needs to be done before things get out of 
hand. 


Why I Hate Bitcoin Page 4 


The Wall 


While I have many issues with the design and practice 
of bitcoin the most glaring problem is a conflict 
introduced by the addition of a cap on the number of 
bitcoins allowed to be produced. 


The introduction of a cap converted a peer-to-peer 
cash system into a cash system and an asset. The asset 
was based on the idea of the scarcity of the supply o 
bitcoin, i.e. a maximum supply of 21 million bitcoins 
forever. Of course there is no guarantee that the cap 
will remain at 21 million. 


Ehe<@t 


People and organizations are buying bitcoin 
speculating that the bitcoin price will continue to 
rise based on increasing demand. Neither are proven 
long-term. However this inflationary expectation has a 
downside. 


HH 
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f you have a supply of bitcoin which you expect to go 
up in value and a supply of dollars which you expect 
to go down in value then you will likely use dollars 
to make your purchases. This means there is little 
incentive for purchases to be made with bitcoin. Why 
is this a problem? A little background is needed. 


The bitcoin transaction processing network, generally 
called “miners”, have two sources of income, 
transaction fees and bitcoin rewards. Basically 
transactions come into the network, be they purchases 
of bitcoins or product purchases using bitcoin to fund 
them. Miners build blocks of these transactions and 
receive fees for adding a transaction to a block. Then 
comes the fun part where miners race to find a key 
that appropriately “locks” the block onto the existing 
blockchain. The computer that is the first to do this 
gets a bitcoin “reward”. This reward may be shared 
inside a pool of computers but this is incidental. 


After the final 21 millionth bitcoin is rewarded then 
no more bitcoin rewards are given. Miners are left 
only with an income from transaction fees. If everyone 
thinks bitcoin's price is going to continue to climb 
then they are likely to spend their dollars on 
purchases rather than bitcoin. This means the bitcoin 
network has no more income sources. The network dies 
and 1 BTC=S0. 
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This scenario is very hypothetical as the realization 
of this problem may become widespread way before the 
final bitcoin is mined. I am hoping this is sooner 
rather than later. The later it happens then the 
greater the impact of disappearing assets on the 
global economy. 


Compounding the problem is the recent push for 
“Strategic Bitcoin Reserves” which would reduce the 
amount of bitcoin in public hands thus reducing the 
chances of product purchases with bitcoin. 


There are various scenarios depending on which of 
bitcoin's stakeholders realize the problem first. 
Miner's have the least liquid assets in their machines 
and would need to divest or reallocate their computer 
power and thus may have the most to lose. However they 
might either try to change the cap or perhaps offer 
their computing power to the AI industry. 


Another scenario might be a large bitcoin holder 
dumping their holdings inciting a panic. 


A less likely scenario is that a fix is found. 


The only fix I can imagine is that people are forced 
to use their bitcoin for product purchases to keep 
their miner network alive. This would essentially be a 
tax on bitcoin. 
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The Timing 


The original Nakamoto whitepaper was released in 2008, 
at the time of this writing about 16 years ago. I am 
not sure when the 21 million cap was instituted. One 
estimate is that the cap will be reached somewhere 
around 2140. My estimate is that it will never be 
reached. I am also not sure why 21 million was chosen. 
My suspicion is that the designer wanted to be dead at 
the time the cap was reached. They will have 
succeeded. Why would someone publish a paper 
anonymously and choose a date for a significant test 
of the system past their death? 


One imagines that the author was not interested in 
being put under the microscope, or perhaps being 
strung up in the future. There is also the possibility 
that they know the system can be cracked and plan to 
do so themselves. 


In these 16 years only two countries have adopted 
bitcoin as legal tender. It is unlikely those two 
countries can provide the transaction fees necessary 
for the maintenance of the miner network into the 
future. About 20 countries have banned bitcoin's use 


and/or manufacture. 


What I suggest is that if there is no plan for bitcoin 
to become a medium of exchange then we should stop 
manufacture right now. Why 21 million? I think the 
total now is around 19 million. That's good enough for 
government work. 


I hope you know what would happen. 1 BTC=S0. 


Is it responsible to promote a currency and/or asset 
based purely on hope? 
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The Participants 


Obviously Satoshi Nakamoto is the prime participant, 
although it is unclear whether his participation 
continues. One Professor Wright has attempted to 
legally claim the honor but was rebuffed by the courts. 
Perhaps he will succeed at a later time. Likely 
Nakamoto is irrelevant unless he can prove his 
authenticity and recommends the end of the experiment. 
Perhaps the sale of the suspected Nakamoto holdings 
would be a good signal. 


Next are the core developers however they too may be 
irrelevant. The code is open source so anyone can make 
a copy. The core developers can refuse to modify the 
code but the mining network can run any version they 
want. 


Next are the miners. This is where consensus comes in. 


If 100% of miners want to change the cap to, say, 42 
million, they can hire some software company in India 
to write the code or just modify the original code. 


There is nothing Nakamoto or the core developers could 


do about it. In fact there is nothing anyone could do 
about it. In fact there is nothing stopping the miners 
from dumping their bitcoin and turning over their 


computing power to the AI industry. Buh bye. They have 
no contract with anyone. 


Next are the actual bitcoin holders and the accessory 
community such as exchanges, wallet providers, and 
sundry others. Hopefully the average bitcoin holder 
who is not very knowledgeable about what they think 
they own is shaking in their boots reading this. 
Welcome to the real world. Most of the disasters in 


the industry have been a result of bad programming and 
bad testing of accessory software. 


Coinbase has a target on its back due to the enormous 
holdings more and more for ETFs etc. Hopefully if 
strategic bitcoin reserves are created they use cold 
storage which makes the most sense for reserves. But 
more hopefully they realize such reserves are bad 
ideas as they put large parts of the economy in 
unproductive bitcoin. When you put your money in a 
bank it goes out the back door into the economy as a 
loan. Bitcoin in a reserve is dead money. 
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Next there is the PR wing of the bitcoin community, 
the advocates who are not just holders but schemers to 
pump up the price of their own holdings by ginning up 
demand. The ones I have seen are little more educated 
about bitcoin than the average holder. Often they 
think they understand bitcoin because they think it 
will go up and it does. They can talk about the daily 
movement and what they mean. They can talk the talk 
about “god candles” etc. but they haven't thought 
through to the end. 


Next you have the theorists, both financial and 
political. 


Now since I consider myself a theorist I should note 
that I agree with many of the political aims of 
bitcoin theorists. However I do demand that a chosen 
method of political change actually works. Bitcoin 
does not “work” in my opinion. Many theorists make 
claims about bitcoin's capability for change that are 
Just not proven or provable. 


Next there are regulators including the lawmakers. 
These are the group that have the most power over 
bitcoin and yet are probably on average the most 
opposed to its implementation. Many however have 
adopted a wait and see attitude. The approval of 
bitcoin ETFs are a bit of a sideshow. Most ETFs are 
just skimming fees off of bitcoiners and they make 
money whether bitcoin goes up or down. A transaction 
to buy makes them as much money as a transaction to 
sell. They probably don't own much bitcoin on their 
own account. 


> FH ¢ 


Finally there are the nocoiners who go about their 
life without a care in the world about bitcoin and may 
never unless there is huge drop later in the cycle 
which is why I am writing this. Eventually the bitcoin 
price may suck up enough global investment that money 
become scarce, the economy slows, and then bitcoin 
hits the wall and the global economy collapses. 


This is why I am writing. 
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The Short Term 


e have made a lot of 
people have lost their 


Let's face it. A lot of peopl 
money in bitcoin but a lot of 
shirts. 


im) 


Short term you can make money and lose money in 
bitcoin. What I object to is people claiming the world 
is going to run on bitcoin forever. That is not proven 
or provable. If you want to day-trade bitcoin and know 
what you are doing then more power to you. Just don't 
try to pump up your asset's value by making unproven 
claims. 


ETFs are making money off of bitcoiners on every trade 
with no risk to themselves. If bitcoin goes to zero 
then the ETF will make tons of money on the way down 
as people sell. 


People are selling books. People are selling trading 
strategies and newsletters. They are making money 
whether bitcoin goes up or down. Posters on X are 
monetizing your curiosity about bitcoin. 


Caveat emptor. 
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Scaling of the Blockchain 


As of November 2024 the bitcoin blockchain has 
increased about 17% from 526GB a year ago to 615GB. 
This may not be indicative of future growth depending 
on further design changes. However that's one big 
fucker. 


Bitcoin's original design was aimed at hobbyist mining 
with a typical home computer. This approach has gone 
out of style. Of course you can still do it but don't 
expect to get rich all by yourself. You might be able 
to join a pool that shares bitcoin rewards but your 
slice of the pie might be dependent on how expensive a 
computer you own. These days you need a specialized 
computer that can handle a huge and growing 
blockchain. The growth appears to be exponential. 


What this means is that the original peer-to-peer 

system is becoming a corporate endeavor. This seems to 
violate the concept of bitcoin being independent from 
regulation and the powers regulating other currencies. 


Of course a growing blockchain may have an affect on 
transaction processing speed. Visa processes about 
65,000 transactions per second. Bitcoin, not so much. 


Can Bitcoin ever process 0.72 billion transactions per 
day like Visa? Not under current restraints. The world 
will never run on bitcoin. 
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capitalization. 


bitcoin processing is actually 
these days on graphics-style computer cards. 
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is 


f these cards are produced by nVidia which 


corporation with the largest market 


These computers generate a lot of 


the world. A 


heat. It was funny to hear candidate Trump say he 
wants the US to be the bitcoin capital of 
better place would be Antarctica. 


Much experimentation has been done trying to deal with 


heat generated by bit 


immersing them in water. 


tcoin computers including 


Some cities that house bitcoin computer operations 
complain about noise generated by air-conditioning. 


course booted out all 


China of 


were 
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fork” 
future 


the bitcoin capital of 
computing power behind bi 
wonder why China didn't j 
to a digital Yuan. 
in bitcoin. 


its miners when they 
the world with 51% 


the 


of 


tcoin called “hash” 


ust 


You 


take over bitcoin with a 


uess they didn' 
they preferred 
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I imagine 


in quantum computing that may put bitcoin ou 


see a 


to invest 


business by breaking its encryption. 
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One wonders whether the technology can keep up with 
the growing bitcoin processing needs. 
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The Scaling of 


Energy 


Related to the scaling of machinery is the 


energy. Comput 
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scaling of 


ter chip manufacturers might be able to 


reduce heat generation at the same time as 


consumption. It is also possible 


energy 


that technical limits 


are being approached in terms of the most important 
aspect which in a simplified sense is just 
you can put individual components in chips 


they are the 


how close 
. The closer 


faster the chip in general. This factor 


is not infini 


tely reducible. 


Recently they have compared the energy consumption of 


worldwide bitcoin mining operations to the 


energy used 


by Argentina whose energy consumption is about 0.66% 
total. So basically bitcoin energy 
consumption could not grow 200 times witho 
the entire world's energy supply. 


of the global 


ut consuming 


As a climate change note one should understand that 
bitcoin not only produces heat that is typically 
transferred to the oceans or atmosphere bu 


generate off-si 


ae 
te both heat and carbon dioxide due to 


its electric energy consumption unless it is powered 
by green energy such as solar, wind, or hydro. Most 


are not. 
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The Scaling of Regulation 


There are two parts to bitcoin regulation: manufacture 
and use. 


It is possible that climate change may link these two 
together. Perhaps this might lead to two different 
bitcoins, a green coin and a dirty coin, one being 
banned and the other not. 


In the US bitcoin is regarded as an asset for tax 
purposes. This means you must track your purchases and 
sales and account for any capital gains on each 
transaction. This is an incentive to hold bitcoin and 
will suppress bitcoin as a medium of exchange with 
previously mentioned consequences leading to network 
death. 


Further regulation may require each transaction to be 
cleared as legal as opposed to criminal or promoting 
terrorism. 


Since bitcoin is global in nature there may be cross- 
border regulations on both sides. This is reminiscent 
of internet purchases eventually being taxed depending 
on location of vendor and purchaser. 
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The Scaling of Information. 


Bitcoin is not well understood. If it is adopted as a 
medium of exchange then substantial information 
transfer must occur both to lawmakers, businessmen, 
and consumers from “experts”. This is a tough chore as 
there are few in the world who can grasp the enormous 
number of areas that must be mastered to see 
consequences of bitcoin policy short and long term. 
Bitcoin touches politics, government, law, macro and 
micro-economics, technology, energy, and even 
psychology. 


One meme I created was Sisyphus trying to roll an 
enormous bitcoin us a steep hill. It will be that bad 
if successful. 


The more likely scenario is that it won't be 
successful] 
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The Culprits 


There are many culprits in this scenario of different 
types. 


The originators of bitcoin were too short-sighted. 


The hobbyists one might call blameless in the 
beginning but they knew bitcoin better than most and 
should have seen future technical pitfalls. 


Those first starting bitcoin businesses should have 
seen the economic trajectory. 


One of the worst of course were the advocates who 
blindly drummed up demand for their own profit. 


The absolute worst were those that knew how things 
would proceed and did nothing. 
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The End-Games 


The most likely scenario is that the bitcoin 
juggernaut gets bigger and bigger as it rolls toward 
the cliff while everyone on board is partying and 
congratulating themselves. 


Another possibility is that the creator is pulling his 
hair out trying to design a fix. Whether he can do it 
is a crap shoot. He obviously had some design issue 
failures previously. 


A slim possibility is that the asset addiction is 
slowly weened off into something sustainable. 


A more likely end might be bitcoin being crushed by 
governments before it is too late with major losses 
for holders. 


Maybe strategic bitcoin reserves and their failures 
could be a tool to spread the losses across an entire 
population. 


A sustainable coin might offered to bitcoiners as a 
swap. 


No, the end is not near but does it matter if you are 
dead when a global collapse happens and you are the 
culprit? 
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The End 


The end is not near but inevitable. You cannot have a 
currency with an end-date. See “Surprise Exam Paradox”. 


